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THE NTIA REAUTHORIZATION ACT OF 1999

TUESDAY, MAY 11, 1999

HOUSE OF REPRESENTATIVES,
COMMITTEE ON COMMERCE,
SUBCOMMITTEE ON TELECOMMUNICATIONS,
TRADE, AND CONSUMER PROTECTION,
Washington, DC.

The subcommittee met, pursuant to notice, at 2 p.m., in room
2123, Rayburn House Office Building, Hon. W.J. “Billy” Tauzin
(chairman) presiding.

Members present: Representatives Tauzin, Deal, Shimkus, Pick-
ering, Markey, Luther, and Dingell (ex officio).

Also present: Representative Upton.

Staff present: Mike O’Rielly, professional staff member; Cliff
Riccio, legislative clerk; and Andy Levin, minority counsel.

Mr. TavuzIN. The Subcommittee on Telecommunications, Trade
and Consumer Protection will please come to order. I would like to
thank you all for being here for the hearing on the NTIA Reauthor-
ization Act of 1999.

This hearing is an opportunity to take a look at a discussion
draft of legislation that tries to help reform NTIA to be more effi-
cient and better equipped to handle the better changing world of
communications.

NTIA is a small Agency within the Department of Commerce.
Some of the NTIA’s core functions include serving as the Presi-
dent’s principal advisor on telecommunications matters—I thought
the Vice President did that—signing and managing spectrum for
Federal users, representing the United States on telecommuni-
cations trade matters, and NTIA also administers two active Fed-
eral grant programs.

Congress last authorized the agency 7 years ago, and this com-
mittee held a hearing on the agency’s reform 2 years ago. Let me
say at the outset that I believe this discussion draft, which all of
you have received and focused your testimony on, is just that, a
discussion draft upon which we hope to base some dialog. And I
want to thank the members who worked very hard to make this
possible—Mr. Upton, Mr. Deal and Mr. Shimkus in particular—
and offer to them again the assistance of the Chair in coming to
some agreements on the bill.

The NTIA Reauthorization Act of 1999 will be introduced in the
House soon, and changes between now and then could reflect the
exchange that we have today. If there are problems that you have
with the discussion draft, now is the chance to make them known
and to suggest changes as may be the case.
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The draft does several things. First, it authorizes appropriations
for NTIA operations. It was therefore imperative to have its head
of operations, my good friend, Larry Irving, here to discuss the en-
tire draft as well as the overall reform effort.

Second, it deals with the spectrum management function of
NTIA. We have an opportunity to hear from a representative of the
Department of Defense to talk about something other than Kosovo,
to talk about the spectrum management of NTIA and how his
agency as well as representatives from UPS will discuss with us
how spectrum management by NTIA actually aids the main com-
petition to their business and serves the agencies for whom it is de-
signed to serve.

What the draft does is to statutorily require NTIA to receive full
reimbursement from the other Federal agencies for the spectrum
management duties that NTIA performs. A very important issue of
spectrum management reimbursement or lack thereof has been an
ongoing problem, and even though NTIA has improved on this,
right now the other agencies will only pay about 80 percent of what
they owe. I wonder how the IRS would react if you or I decided to
pay 20 percent less in taxes this year and claimed there is just no
way that I can give you the rest, so do without it.

The discussion draft sets up a mechanism to find the value of the
lab in Boulder, Colorado and see if there is an interest in the lab’s
purchase.

Fourth, the draft establishes a road map for the future of NTIA.
The draft requires GAO and the Inspector General, who is rep-
resented here today, to conduct studies into the long-term efficiency
of the agency and, in turn, for NTIA to report to Congress its final
plan for reform. It is important to note that the discussion draft
does not mention the grant programs that operate under NTIA, its
largest expenditure in the area of largest controversy.

It is my hope that this hearing should examine whether these
programs are already allocated on similar programs in other Fed-
eral agencies. If my memory serves me correctly, it was Chairman
Bliley who mentioned in our last hearing on this issue that there
is evidence of grants given to entities who compete against private
firms. This issue is one certainly we ought to review today. At the
very least, there is room for improvement in this area.

At the end of the day, the American public and this sub-
committee will be more educated on the question of whether tar-
geted reform of NTIA is necessary, justified, and beneficial to
American taxpayers. I want to thank the witnesses here before us
in advance and look forward to their testimony.

The Chair is now pleased to recognize the ranking member of the
full Commerce Committee, the gentleman from Michigan, Mr. Din-
gell, for an opening statement.

Mr. DINGELL. Thank you, Mr. Chairman. I commend you for
holding this hearing and appreciate the fact that we are going into
the question of the reauthorization of NTIA which has not for some
time been reauthorized. The agency has been acting without ex-
press authorization since 1994, and I commend you for your efforts
to remedy that unfortunate situation.

Mr. Chairman, I believe you join me in supporting the important
functions that NTIA reforms. It is a well-run agency, thanks in
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good part to the fine leadership of Larry Irving who was associated
intimately with this committee over the years. When writing legis-
lation, the committee often calls upon NTIA to conduct studies and
make telecommunications policy recommendations. We rely on that
agency because it has a well-deserved reputation for conducting
balanced and thorough reviews.

In fact, NTIA was recently tapped by this committee to perform
an important study on the impediments to cable TV competition in
rural markets. You, Mr. Chairman, were quite forthright in ex-
plaining to the reporters why the committee made that selection.
You said, “There is confidence in this committee with the NTIA
that does not extend to the FCC.” I wonder why it is this com-
mittee does not hold such high enthusiasm for the FCC, but cer-
tainly I understand why it is that we approve of the activities of
NTIA. And I certainly can’t agree with you more.

For that reason, Mr. Chairman, I am somewhat troubled by the
so-called discussion draft now being circulated. I hope this draft is
merely a first cut made by the staff, because it contains some ap-
parent serious defects. First, it contains no funding for the Tele-
communications and Information Infrastructure Assistance Pro-
gram, or the TITAP. TIIAP is arguably the most effective informa-
tion technology grant program available today. The program pro-
vides seed money for nonprofit groups for the best and most cre-
ative projects that might otherwise never get off the ground. It is
a tremendous success story that has touched community-based or-
ganizations all over the country, many no doubt in districts served
by members of this committee. Congress has consistently appro-
priated funds to this program for each of the past 5 years, and cer-
tainly there is no evidence to suggest that such funding should be
curtailed.

My hope, Mr. Chairman, is that the elusive TIIAP program was
a simple oversight in the drafting process, and that matter will be
corrected.

Second, the draft contemplates sales of NTIA’s research lab in
Boulder, Colorado to a private entity. Privatization on many occa-
sions makes great sense. For example, it may be done to gain oper-
ating efficiencies. It may be done to recoup value for the taxpayers.
It may be done because the investment is no longer useful for its
intended purpose. I am not sure that any of these reasons apply
in this case. In fact, the sale of this facility may actually reduce
efficiency and lose value to the taxpayer.

I look forward to hearing from the witnesses today on these and
other topics relative to NTIA’s reauthorization. It is a critically im-
portant responsibility of this committee, and I look forward to
working with you and Chairman Bliley to fashion a bill we can all
support. Thank you again for holding this hearing and for initi-
ating a very important process. I yield back the balance of my time.

Mr. TAuzIN. I thank the gentleman.

The Chair now yields to Mr. Upton.

Mr. UprON. Thank you, Mr. Chairman. We all appreciate this
hearing on NTIA. One of the important duties of our committee is
to conduct oversight hearings on departments and agencies under
our jurisdiction.
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It has been a number of years since the NTIA was last reauthor-
ized, so I believe today’s hearing will provide the subcommittee
with important information regarding the workings of the agency
and how it is addressing telecommunications issues that truly face
our Nation.

I am also looking forward to a discussion of the grant program
under the agency’s direction and the process by which Federal
funding has been allocated to recipients around the country. Al-
though the formal NTIA bill is close to being introduced, the dis-
cussion draft that has been circulated should in fact serve as a
good starting point as this committee seeks to develop a bill that
is fiscally responsible, bipartisan, and in the best interests of the
American people. I yield back the balance of my time.

Mr. TAUZIN. I thank the gentleman.

Mr. Shimkus is recognized for an opening statement.

Mr. SHIMKUS. Thank you, Mr. Chairman.

I appreciate you calling this hearing today, and I would like to
also thank Chairman Bliley and yourself for allowing me to be part
of the working group on reauthorization. I am proud of the work
we have done, especially the issue that we have sorted through, our
discussion draft that we have before us today. While it does not ad-
dress all of NTIA’s programs or the concerns voiced by members of
the working group, I believe it is a very good start in the reauthor-
ization of the agency.

Mr. Chairman, I am specifically interested in the grant programs
and how we can make them work efficiently, especially TIIAP. Ad-
ditionally, there is an ever-present issue of the duplicative nature
of the grant program that I think we need and should address.
These grants allow many organizations to gain access to new tech-
nologies, and most of the time these grantees work hard to fulfill
their obligations under the grant contract.

Additionally, I believe that the good that comes from the grant
program should continue. However, there are programs with TIIAP
that we need to take a close look at before any authorization lan-
guage is added to the bill. I realize that the IG has reviewed some
of the grants that have had problems, and also NTIA’s grant proc-
ess. I will be following that up with questions in the question pe-
riod. While NTIA has recognized some of these problems and tried
to correct them, more can still be done to make these grant pro-
grams even more beneficial.

Thank you for holding this hearing, Mr. Chairman, and I look
forward to today’s testimony.

Mr. TauzIN. I thank the gentleman.

[Additional statement submitted for the record follows:]

PREPARED STATEMENT OF HON. NATHAN DEAL, A REPRESENTATIVE IN CONGRESS
FROM THE STATE OF GEORGIA

Thank you, Mr. Chairman, for holding this hearing today regarding reauthoriza-
tion of the National Telecommunications and Information Administration (NTIA).
As a member of Chairman Bliley’s task force to reauthorize NTIA under the Depart-
ment of Commerce, I appreciate your attention to this important matter.

I believe the draft bill before our discussion today is a good baseline from which
to examine NTIA. While we held a hearing on the agency in 1997, and studies have
been conducted to look at individual components of NTIA programs and grants, we
must gain perspective for the agency as a whole. Thus, as we advance further into
the age of telecommunications, I agree it is pertinent to examine the agency overall.
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Perhaps one of the most significant tasks of the NTIA is managing radio spectrum
for the federal government. We must ensure that national departments and agencies
have access to the spectrum necessary for public safety measures, education, and
consumer protection, while avoiding interference over the radio waves. For example,
our military and air traffic controllers greatly depend on adequate and reliable spec-
trum to succeed in their government functions. I look forward to hearing from Col.
Skinner of the Department of Defense on this issue today.

Spectrum management must be efficient. I am pleased that the discussion draft
of legislation would require NTIA to receive reimbursement for all spectrum man-
agement functions conducted for other federal agencies. As you know, previous ap-
propriations bills in Congress have asked that NTIA recoup only 80 percent of reim-
bursement costs. The provisions of the draft bill would provide NTIA with a statu-
tory requirement that it not conduct such work without reimbursement at 100 per-
cent. Such a provision would also allow agencies the time to comply with such addi-
tional costs, as NTIA would not collect associated fees until October 1, 2001. We can
improve in this area—we must ensure that NTIA is reimbursed by other federal
agencies at a rate of 100 percent for spectrum allocated. It is not fair for NTIA to
subsidize other government entities at rates of up to 20 percent.

We should also encourage the use of spectrum provided by the private sector or
commercially available service providers by government entities if appropriate and
less costly. At the same time, we must also promote fair and competitive opportuni-
ties for businesses competing with government for spectrum services. I hope to learn
more on this issue from Mr. Jim Rogers of UPS here today.

With improvements made in these areas, increased funds will allow NTIA to bet-
ter able perform its overall responsibilities of spectrum management, informative
telecommunications policy, development of a national telecommunications and infor-
mation infrastructure, and performance of research in telecommunications sciences.

Once again, thank you, Mr. Chairman, for drawing your attention to this issue.
I look forward to the testimony from our witnesses as well as to working with the
committee on reauthorizing a forward-looking and efficient NTIA for the 21st cen-
tury.

Mr. TAUZIN. And the Chair is now pleased to introduce the panel.
As is usually the case, we try to have a large panel, for two rea-
sons: One, nobody sits around here for the second panel, and so we
try to get it in on the first panel and the Chair ends up by himself
with the second panel. So I decided to punish all my members by
making them sit through the first panel, but they didn’t show up
to be punished.

The second thing is that it gives us an opportunity to have an
exchange among you, and I want to encourage you in that regard.
As I introduce you, let me ask you, please, to remember that your
written statements are part of the record so you don’t need to read
us a statement. I wish you would engage us in a conversation, per-
haps engage each other in a conversation, and challenge each other
to comment as we go through so we can get a full educational expe-
rience today.

Larry, you are an old friend of mine and this committee, I echo
the comments of Mr. Dingell. I have always had great confidence
in you personally and the way you have conducted your agency.
There is no hostility here. Please know that. The bill is a draft bill,
and the idea of leaving out the grant programs was designed for
you to come in and prove to us that they ought to be added and
how they might be reformed to make them better. So it is with that
approach that we welcome you to the committee.

Again, let me introduce The Honorable Larry Irving, Assistant
Secretary for Communications Information; Mr. George Ross, As-
sistant Inspector General for Auditing, representing the Depart-
ment of Commerce; Colonel Richard Skinner, the Assistant Deputy
Secretary of Defense for Space and ISR Programs; Mr. Harris Mil-
ler, President, Information Technology Association of America; Mr.
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Jim Rogers, Retired Representative of the United Parcel Service;
and Mr. Kenneth Crawford, Director, Oklahoma Climatological
Survey, University of Oklahoma.

I suspect that we will learn a lot, and I invite you to present your
testimony. We recognize first Mr. Irving.

STATEMENTS OF HON. LARRY IRVING, ASSISTANT SECRETARY
FOR COMMUNICATIONS AND INFORMATION; GEORGE E.
ROSS, ASSISTANT INSPECTOR GENERAL FOR AUDITING, DE-
PARTMENT OF COMMERCE; COLONEL RICHARD W. SKINNER,
ASSISTANT DEPUTY SECRETARY OF DEFENSE, SPACE AND
ISR PROGRAMS, DEPARTMENT OF DEFENSE; HARRIS MIL-
LER, PRESIDENT, INFORMATION TECHNOLOGY ASSOCIA-
TION OF AMERICA; JAMES A. ROGERS, RETIRED REP-
RESENTATIVE, UNITED PARCEL SERVICE; AND KENNETH C.
CRAWFORD, DIRECTOR, OKLAHOMA CLIMATOLOGICAL SUR-
VEY, UNIVERSITY OF OKLAHOMA

Mr. IRVING. Thank you, Mr. Chairman. Let me thank you and
members of the subcommittee for holding this important hearing.
Having served as Assistant Secretary for NTIA for the last 6 years,
I have seen our role continue to evolve. As telecommunications be-
comes more and more important, information technology becomes
more and more important.

Just last week, Alan Greenspan stated that technological innova-
tion is responsible for the Nation’s phenomenal economic perform-
ance—and that is his word. Mr. Greenspan noted that the newest
innovations which we label information technologies are beginning
to alter the manner in which we do business and create value,
often in ways not readily foreseeable even 5 years ago. And having
served in this job for 6 years, I can tell you almost nothing I am
doing today did I think I would be doing 5 years ago.

The reality is information technologies and telecommunications
represent $1 trillion of the $7 trillion economy. One-seventh of our
national economy is telecommunications information technology.
Our expertise in information and telecommunications sectors are
helping resolve critical questions of our global economy. We are try-
ing every day to do more with less.

In addition to the daily functions that NTIA has, we have taken
a new function over the past year. We are working actively across
the administration on electronic commerce issues, issues such as
domain names, on-line privacy content, how to get more broadband
access built out. We cosponsored international telecommunications
summits, including the Latin American Telecom Summit and the
China-U.S. Telecom Summit where U.S. industry had a chance to
meet with Chinese and Latin American officials to talk about open-
ing up those markets.

We served a lead role at the International Telecommunications
Conference and at the Plenipotentiary Conference in Minneapolis.
And thank you for your support of the ITU Plenipotentiary.

We are taking the lead, pursuant to the President’s directive, on
the Critical Infrastructure Protection Initiative. Just as Y2K
threatens problems for our Nation’s economy, so do attacks on our
Nation’s telecommunications information infrastructure. We are
very dependent upon them.
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And that is just the beginning of all of the things that we have
to do. We are pleased that this committee and other congressional
committees have asked NTIA to conduct five or more studies, and
also to staff the congressionally appointed Children’s On-line Pro-
tection Commission within the next year. Pending legislation would
give us responsibility for three more studies.

And at the same time as our responsibilities are mounting, our
staffing levels have been decreasing. Since 1994, we have gone
from 361 full-time employees to 267, more than a one-fourth de-
crease. And in our fiscal year 2000 budget, we sought an increase
in our staffing levels in a budget of $17.2 million, primarily be-
cause of Critical Infrastructure Initiatives and to help public broad-
casters as they move over to digital television.

Let me turn to our concerns with the discussion draft. First, the
funding level of $7.9 million is well below the $17.2 million re-
quested and would not provide, we believe, the funds for new ini-
tiatives or programs such as the staffing for the CIP program or
the Children On-Line Protection Act Commission.

My second concern is the privatization of the lab. We believe that
would eliminate a critical Federal resource. There is unparalleled
expertise in these laboratories supporting NTIA’s spectrum man-
agement and telecommunications functions. It provides our office
spectrum management and those we serve in that office with crit-
ical research expertise and it conducts research for many other
Federal agencies. My concern is if you get rid of NTIA’s labs, the
people we support will go out and create their own duplicative labs,
and in many instances, because security clearance is needed and
specific subject matter expertise, there are not private labs to do
this job.

The laboratory recently helped this committee with regard to the
Satellite Home Viewers Act. There was no independent lab that
wasn’t doing similar work for someone who had a vested, commer-
cial interest in how the SHVA turned out.

We have also assisted the FCC as they were doing digital tele-
vision. Again, because of the impartial interest of those labs, we
were able to give an objective view, and those labs are cost effi-
cient. We follow the Economy Act, and we only charge for costs in-
curred. If the lab were privatized, Federal agency users would ei-
ther increase their research budgets or pay higher rates to private
businesses. No savings to the taxpayer; and, moreover, there are
very few assets to be sold. Most of the assets are the tremendous
human resources in those labs. We have very few physical re-
sources that can be sold to a private sector entity.

For those reasons, external and internal reviews have concluded
that NTIA’s labs satisfy a compelling need for a centralized, cost-
effective, unbiased Federal facility.

Mr. Chairman, I have three studies dating back to Dave Markey
and Al Sikes that I would like to present the committee with re-
gard to privatization initiatives that preceded me.

[The information follows:]
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MEMORANDUM FOR The Deputy Secretary
FROM: L Alfred C. Sikes
SUBJECT: Institute for Telecommunication Sciences

Attached is the copy you regquested of our study cf the
Institute for Talecommunication Sclences (ITS). The report is
based on extensive discussions with ITS wmanagement and staff,
other members of NTIA and the Department of Commerce, and Federal
agencies for whom ITS performs work . On the basis of our review,
it is our conclusion that ITs is an organization that performs
valuable work and is an important part of NTIA. ITS is recognized
in the telecommunications community as a significant source of
national telecommunications expertise that carries out its
functions in an unbiased fashion. Additionally, it provides
critical support to NTIA's communications policy and spectrum
management roles. In -short, ITS is a small but capable
laboratory, performing an important, limited role in the naticnal
interest. The raport does contain some specific suggestions on
how ITS might be strengthened and its role bettar understood.

.  Our review revealed a strong nsed for the
existence of s Federal laboratory devoted to telecommunicaticns
research. The Federal Government is an extensive user of the
radio frequency spectrum and ITS performs important roles within
the Federal Goverrment, both in supporting NTIA in its spectrum
management function and assisting other Fsderal agencies in
solving their specialized telecommunications problens.
Additicnally, as the importance ¢f tslscommunications has grown,
we have increasingly recognized the need for a laboratory to
provide the basic technical underpinnings for communicaticns
policy recommendations. Policy cannot be made in a vacuum and it
is essential that these resources be availlable ¢to the
Administrationts communications policymakers. Finally, there is a
need for a center for telecommunications research, in keeping with
the Federal responsibility to promote scientific breakthroughs.
ITS performs these roles well and is an integral contributor to
the synergies that arise from the interaction of spectrum
management, communications policy and telecommunications research.
In short, to quote a 1971 study, the ITS laboratory's role is such
that "if it aiad not exist, it would have to be invented.®



2

e. our review also found that ITS performss

Berformance
its important functions very well. We identified five principal
areas vhere ITS has significant responsibility.

-]

Spectrum Management. ITS performs support work for
NTIA's Office of Spectrum Management (0SM), in its
role =managing Federal use of the spectrum. ITs
annually performs spectrum resource assessments
{SRAs) critical to planning for long-term spectrum
use. Additjionally, ITS manages and deploys a highly
sophisticated spectrum measurement wvan for use in
evaluating spectrum usage and interference questions
throughout the United States. The van was developed
by ITS and is the best resource available to the
Federal Government in this area.

Communications Policy. ITS has provided scientific
support for numerous NTIA policy initiatives.
Particularly noteworthy has been their suppert for
NTIA's international conference work. 178’
contributions to the recent high frequency
conference were decisive in achievement of United
States objectives. ITS has alsc provided critical
support for other NTIA projects such as analyses of
the future of AM stereo, common carrier regulation,
and the Minority Telecommunications Develcopment
Prograz.

ther ¢y _Work. ITS performs telecommunications
studies for other Faderal agencies on a contract
basis. This accounted for approximately 60 percent
of ITS' worklead in the fiscal year just ended. In
1983, Network Strategles, Inc. (NSI) conducted a
reviaw of ITS and its other agency work. The NSI
study found that over 90 percent of ITS' other
agency work was appropriate and supportive of NTIA's
overall mission. Additionally, NSI found that ITS
undertook and performed this work in a manner that
did not compete improperly with alternative private
sector sources. Overall, <the NSI study wvas
supportive of IT5 and how it performs its work. The
suggestions made for improvement were relatively
minor and were implemented. Additionally, our own
review involved interviewing several of ITS' client
agencies, ITS work received uniform high praise for
its gquality, timeliness and unbliased nature. We
concur with this wview and agree that ITS' other
agency-supported work is supportive of the NTIA
mission. -
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£
Standards Work. ITS is active in the area of
international and domestic telecommunications
standards development and is a recognized source of
American telecommunications standards expertise. It
is not the only player in the development of these
standards, but it does provide expert contributions
and support to others designated primarily
responsible for various telecommunications
standards. ITS' role in the domestic standards area
has been funded by the National Communications
System (NCS) for work on Federal standards and by
the defense agencies for development of military
telecommunications standards. ITS also is an active
participant in the development of international
telecommunications standards (cCCITT). Bven though
this work is funded largely through other agency
gources, some level of involvement is required from
NTIA's policy perspective as well. This is
particularly true in the post AT&T divestiture era
where both domestic and international standards have
become increasingly critical in the
telecommunications and trade policy areas.

Research. ITS performs independent research in the
telecommunications sciences in critical areas not
being fully explored by the private sector. It has
concentrated its resources in the development of
millimeter wave technology and in satellite
communications technology. Millimeter waves
represent a relatively unused portion of the radio
spectrum which is becoming more valuable as demand
for existing spectrum increases. While work
performed by ITS is recognized as of high quality,
such research is the area which has been
substantially «cut Dback in the Gramm-Rudman
environment. ITS «could undertake additional
research or continue at: its current level. It would
not be advisable for research performed at ITS to be
reduced further, however, as it is now at a minimum
level. This concern has been recognized by NTIA
over the 1last several years as the agency has
consistently sought additional funds for an ITS core
research capability. These proposals have been
turned down at the OMB or Department level, however.
The tangible benefits provided by basic research are
hard to anticipate, measure and plan for. It is
noteworthy, however; that as the ITS funded research
has decreased, sc have the numbers of significant
breakthroughs coming out of the ITS lab.
Additionally, - there has been concern expressed that
work in such areas as millimeter waves might be
duplicated by other Federal laboratories, We found



11

4

that this was not the case and that other labs
working in millimeter waves are evaluating
distinctly different applications of this technology
and are not duplicative.

Overall, we found a record of capable and valuable performance by
ITS.

Oxganizational Issues. The Department asked us for our
assessment of whether ITS fits within NTIA or whether it might fit
more appropriately within other groups within the Department. our
conclusion is that ITS is appropriately located within NTIA, but
more so, that depriving NTIA of an independent scientific research
capacity would have serious adverse conseguences.

As stated above, the ITS fit within NTIA is a natural

one. The combination of spectrum management, communications
policy, and telecommunications research is logical and, as the
report documents, produces important synergies. But the

combination represents not conly the potential for synergy, but
what amounts to a strategic necessity for the successful
performance of each of <these functions. Both the spectrum
management and policy functions require regular and immediate
access to scientific resources. Additionally, the communications
area has long been recognized as important to the national
interest and requiring an independent organizational voice within
Government. This importance is growing, not lessening, with the
passage of time. Developments in science as well as regulatory
developments such as the AT&T breakup, have made the existence of
a high level, broadly capable Executive branch organization
charged with focusing national teleacommunications policy
essential.

As to whether ITS might be more appropriately located in
other areas of the Departmant, such as NOAA or NBS, the ITS
mission is significantly broader than and distinct from issues
relating to ocsancgraphic and atmospheric research or standards
work. This is particularly true regarding NBS, where ITS
originated. NBS has a tradition of creating new areas of
knowledge which are later spun off as the area develops and
becomes important unto itself. 1In this regard, it is relevant to
note that NOAA also began as part of NBS. Additionally, we found
no other Federal department or agency which might wmore
appropriately house ITS. only the Federal Communjcations
Commission functions in the same direct area, and it is in part
the PCC's status as an independent regulatory agency that gave
rise to the need for NTIA in the Executive Branch.

Recommendations. Qur review of ITS has produced three
principal recommendations on how ITS' performance might be
strengthened.



o

(<}

(-]

12

H

Research. our review has reaffirmed the
desirability of increasing ITS' funding gor
research. Again, while budgetary restrictions might
make this impractical, we feel additional funding
would produce valuable scientific benefits and
positive spillover to the spectrum management and
communications policy areas. Additionally, we think
it is very important that funding of ITs'
telecommunications research not decrease below itg
current level. We recognize that research does not
produce easily predictable or measurable results,
_but our experience suggests that additional
resources would pay off with significant additional
benefits. We believe this is particularly likely
given ITS' ©reputation for quality work. We
Tecommended that the ITS' core research budget be
increased by $500,000.

Advisory Commjttee. We further recommend that NTIA
establish a laboratory advisory committee consisting
of recognized experts working outside the lab to
develop new research projects benefiting the
national interest. )

Oorganjizational. ITS is appropriately located as
part of NTIA and should remain within ¢that
organization. Telecommunications is an important,
independent area requiring its own organizational
voice within the Executive branch and an internal
laboratory is an essential element of such an
organization.
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Date:  June 15, 1933

From: David J. Markey 47 o .
- Assistant Secretary-designate

Subject: Review of the Institute for Telecommunication Sciences

Intreduction

Curtailing unnecessary Government competition with the private sector
nas been an important aspect of NTIA's efforts for several years.

We orposed the ongoing div. -sificetion of the U.S. Postal Sarvice into
the "electronic mail® and cowgarable expansion of the Faferal Reserve
Beard's "electronic banXing" ssrvices, for example. In 1982 Mr. wunder
testified before a House Government Operations subcommittee and
indicated a review was underway of existinc and planned Government
"information services” {(e.g., computer libraridS)} competitive with
private sector offerings. Given these efforts, in 1982 NTIA com-
nissioned a review of the "other agency” activities ©f its own Institut
for Telecommunication Scisnces (ITS) to determine whether it was
performing tasks under contract with other Federal agencies that shoulé
nore appropriately be undertaken by the private sectar. 2As you know
from your leadership of the recent review of the Department's telecom-
munications and computer-data processing programs, ITS performs both
critical support tasks essential to our radio frecuency management and
international conference work and tasks ostensibly comparable to thase
of private engineering companies for other Federal agencies, chieily
Defense agencies.

ITS and Related Program Reviews

Support of our review of ITS activities was secured through contract
with Network Strategies, Inc. (NSI). NSI was assigned the task of
Teviewing all ITS projects (some 300 in number) over the 19§0-82 time
frame and making a preliminary assessment whether "all services
provided to other agencies by ITS are unique to Federal Government
Control No.

engpiaco 67 t.teaEn s crE4050 av cLEdngn 8y c.£1es0 8y cLEamET B3

[SuUBNAME AND
escantzaTian X, . CONNOLs

I Tyaeds NTIA
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responsibilities or whether some of these services should be
provided by the private sector. The details of the NSI contract
are set forth in an attachment to this memorandum.

The contractor's principal conclusions were, first, that those
ITS activities related to radioc spectrum management and utilization
are fully justified as a means of sustaining an R & D "core
capability" in support of NTIA's statutory role to manage
Government's spectrum use. Providing expert assistance to
agencies in designing their radio communications systenms, for
example, as ITS does, directly suppcrts NTIA's statutory function.
Second, beZfore using ITS' expert capabilities, other azgencies éo
determine whether reliance on the Government is appropriate for
rational defense, cost, or other sound reascns. Some projects
were identified where reliance on the private secter might have
been feasible. Of some 300 projects reviewed, 23 were foungd to
invclve providing technical suppeort for routine prccurement and
installation, ITS, however, commendably has undertaken sharply

to reduce such efforts unilaterally. FHence at present only three
agency contract efforts are still underway that arguably involve
etition with the private sector.

Conclusicn

tilc spectrum management
Any diZficulties that arcse in the past concerni:

ITS' "other agency" activities appear to have been

Attachment
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Rttechment A

OVERVIEW OF NSI STUDY

NTIA has undertaken a recent review of the Institute for
Telecommunication Sciences (ITS) to determine whether "all
services provided to other agencies by ITS are unique to
Federal Government responsibilities or whether some of these
services should be provided by the private sector. This topic
is one of NTIA's Strategic Planning Objectives being tracked at
the Department level. The review was performed under contract
by Network Strategies, Inc. (NSI).

The study was structured via a task-oriented approach and
included the following items:

o A review of applicable Executive Branch
policies, :

s} for ITS charces,

o the percpectives of ITS

© ITS eactivities for a 2-3

o Det€¥mination of the sponsor's perspectives cn
why &nd how ITS is selected, and

o .nalysis of courses of action KTIA could

A -
a t
or dealing with ITS activities that may &ppea
© compete unfairly with the private sector.

ot rhore

The principa conclusions ©of the report, drawn directly frcm
the KSI Executive Summary were:

) Some ITS activities, particularly those related
to the management and utilization of the radio
freguency spectrum, zre justified as an R&D core
capability supporting a Government function.

c - To use ITS capabilities, other agencies should
first ascertain that there is no satisfactory
commercial source available, that the use of ITS
is justified by one of the national defense
exceptions, Qr that ITS costs are lower based on
comparison with competitive proposals from
commercial sources.
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The following specific insights are provided:

[ Apbropriateness of 1TS Functions as a Federeal
R&D Core Laboratory in Telecommunications.

The overall view of the NSI report was a
generally favorable one for ITS, recognizing the
validity and essentiality of ITS major program
efforts in radio frequency spectrum-related

work. ITS currently maintains a small core
applied research and engineering capability in
- EM propagation measurement and modeling,
spectrum engineering, and related efforts to
enhance NTIA'S spectrum management
responsibilities. NSI also concluded that ITS

should maintain a measvre of in-house technicel
capability in systems development and evaluation
efforts to contribute to maintazining the guality
of that resource, (which could be Jjustified
regardless of the existence of private sectcr

cepabilities. ITS presently applies 1limited
resources toward technicel lecdership anc
participation in international conference
preparations (e.g., 1TU, ISD) to support
international standard setting. These efiorts

ultimately facilitate U.S. trade opportunities
in the international marketplace.
P
o} Use of ITS Capabilities by Other TFederzl
rgencies--Fairness with the Private Sector.

NSI states that other &acencies contract through
ITS for a variety of reasons. The reasons range
from expediency, perceptions of lower cost and
expert reputation, satisfaction with ITS' prior
performance, and up-to-date knowledce of the

agency's program plans. Their overriding view,
however, is that some of ITs! indirectly
supported activities can be done by the private
sector. In particular, they cite activities

related to the planning and design of networks,
systems planning, cesign, and development, and
procurement and installation related support as
being areas where private sector capability
exists today to accomplish these tasks.

It shoulé be noted here that the work ITS does for other
Federal agencies derives its lecal authorities from
15 U.S.C. 272(3) &advisory Services to Gocvernment Agencies on
Scientific and Technical Probl o and 15 U.S.C. 272(f)
"Inverntion and Development of Devices to Serve Special Needés of
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Government." As a matter of Federal policy, ITS does not
eccept work, more appropriately done by other non-Government or
Government organmizations. It is also a matter of policy that
all sponsored work reinforce NTIA's overall program and that it
be clear that other agencies, industries, or universities cculd
not serve equally well or better. As such, ITS provides a
cost-effective resource in its areas of competence which does
not require duplication throughout many federal agencies.

Given the scope of the ITS program in support of NTIA and other
Federal agencies, these sorts of capabilities that directly
support and are critical to NTIA policy development,
mazintenance and enhancement of ITS technical competence , ang
that are in direct, cost-effective, support of mission
agencies, are zppropriate for ITS to pursue.

does, ané will continue to, review project proposals to
tre that there is ro potential for unfair competition with
private sector. The types of technical areas that are most
ne to opportunities for unfair competition, e.g., support

+t O M

r precu nt eand imstzllation, already have Leen reduced
om twenty-three projects during the time period of the study,
three todav. Also procedures are in place to ensure that
Director, ITS continues to adhere to the strict criterisz
Yy estebilished by the 1Institute which precludes any
cnities for unfair competition.

tortER PN o

A o I B SR NS T B

RS

o Mm

) Opticns for Changing the Focus of ITS
Activities.

KSI preferred several options for restricting
ITS involvement in those &reas where possible
competition with the private sector might exist.
Ircluded in this discussion, NSI sugcested:

[} Various possible levels of program restriction
based upon the technical content and purpose of
the work being accomplished by 1ITS. These
alternatives were based upon a matrix analysis
performed by NSI which broke out spectrum vs.
systems projects against the research vis-z-vis
applied engineering efforts of the Institute.
NSI's principal concern was with the
aforementioned ITS work in systems related
activities - where further structures micht be
imposed.

o] Decreasing user agencies' ease of access to ITS
as a source of technical competence in deference
to private sector opportunities. This would
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include formal competitive offerings (direct
competition with the private sector), more
rigorous cost comparisons for services to -be
rendered, and certification by the procuring
agency that no competitor expressed an interest
in bidding against ITS for the work, or that it
selected ITS as the winning bidder in a
competition.

Based upon relevant OMB policy guidance on Federal procurement
practices and applicable regulations, the current ITS procedure
is adequate. Further, a number of program changes at ITS have
already been affected internally that are in direct agreement
with ©NSI proposals. These include increased emphasis in
international technical standards activities supporting
Commerce's more recent initiatives in international trade. The
effect of the changes already made, along with a recent
streamlining of ITS organizational structure, will tend to
strengthen ITS' role within existing Departmental Orders.
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MEMORANDUM FOR Charles Schott
Dennis Comors
FROM: Sarah Malmeydcua, ”ZW _
Budget Officer A
SUBJECT: ITS Planning and Financial Management Analysis

During the past two years, ITS has been the subject of two major reviews.
The first was a Departmental study which focused on ITS' role within the
Department of Cammerce and the second is an NTIA review of the planning
and financial management systems in place at the laboratory. The
Departmental study was conducted in the summer of 1987 and concluded that
the ITS programs were necessary, non—duplicative of other Departmental
programs, and served a great National need.

Once this report was campleted, NTIA decided that it would be appropriate
to review the planning and financial management aspects of ITS. I
o A :

became available to NTTA Senior Management that would assist in making
strategic management decisions. Decisions —- as to which yesearch
projects should be pursued and when, how much should be allocated to the
laboratory, and what the appropriate mix of other agency funding should
be — could be enhanced by better management information provided to
Senior levels.

The first realization that I came to was that the laboratory had an
extensive management information system but that it was very much
internally directed and focused. Designed for internal management
review ard use at the laboratory, the current system facilitates day-to—
day decisions by providing very detailed information for the line offices
whodepe:rionknowingwhe.retheystanionapayperiodbypayperiod
basis.

The planning and financial information requested fram ITS by NITA
Washington is usually in response to our need for allocation information,
for Cammerce plamning documents and for MBO requirements. oOur strategic
analysis outside of these requirements is usually limited to a specific
area such as ITS involvement in High.Definition Television or millimeter
wave technology. Seldom has there been a consideration of the overall
strategic needs of ITS.

75 Years Stimulating America's Progress * 1913-1988
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As the need for strategic informaticn became more apparent, we began to

more detailed informatien. The last two years have seen an
increasingly closer relationship with ITS. OPM now regularly receives
data fram ITS on:

a) detailed project plans for both direct and all other agency
funded efforts

b) monthly summary data on other agency efforts (identifying New
Projects Initiated, Significant Project Develomments,
Projects Completed)

c) monthly financial forecasts identifying the other agency efforts
B ITS is planning on receiving during the fiscal year

d) detailed financial transaction information by pay period

In addition, Departwental as well as NITA's management attention is
focused on the value of ITS' other agency efforts through the
Departmental Management-by-Objectives process which now includes the
cther agency efforts.

The attached report presents the information reviewed during my analysis
of ITS' planning and financial management systems.

Conclusions

ITS' planning and financial management system fulfills the needs of the
laboratory personnel. Extensive financial and project information is
available at the laboratory and ITS has worked with OPCM to develop
reports which meet agency requirements.

The laboratory accepts other agency efforts when those efforts will
cantribute to the telecommmications research goals of NITA without
involving competition with the private sector. Although ITS! management
hasldentlfledammberofnsean:hazeaswheremmllreqmrebasm
capabilities for the future, within the limited direct furds and
personnel resources available they have not specifically targeted any
areas where cther agency support should be pursued.

This activity — planm.ng and targeting specific research areas for the
future — requires the leadership of NTIA's Senior Management.

Recommendations

The interest in ITS' activities has led to higher visibility of both the
direct and reimbursable activities at ITS and a greater urderstarding in
Washington of the current activities at the laboratory and how these
activities fit with the policy and spectrum management programs. . Two
recammendations can help to further these benefits:
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1) Ensure ITS contimues to provide detalled information to OPCM and
for use by budget, policy, amd management staffs

This information —- consisting of detailed project plans,
wonthly activity reports on both direct and other agency
efforts, monthly financial forecasts, and detailed financial
transactions -- has proven valuable to OPCM and should be
readily available to OPCM staff members.

2) Establish a process to provide leadership in the planning and
targeting of future research activities

Attachment

As the final step in the review of ITS, NITA's senior
maragement should take a leadership role in the plamning and

of future research areas. Rather than a one-time
effort, this role should be visible through an on-going
process within the agency. It will involve a determination
of the telecammmications research expertise necessary for
the future, including an assessment of:

— the research enviroment, both public and private
sector

— NIIA's telecammmication policy rspcnslbultles and
activities which seem likely for the future

— NITA's Federal spectrum management responsibilities;
i.e., as demands for spectrum increase, what
capabilities can be utilized by both the Goverrment and
the private sector to increase efficiency and
effectiveness

I recommend that NTIA's Chief Scientist and the Director of
the Office of Policy, Coordination and Management — act;ng
mthﬁ)eDegxtyAss_LstantSecretaxysguldanoe—
asslgmdtoprepareanammlevaluatlmofthe
telecommmication research activities for the future. They
should be free to call upon the expertise of Dr. Utlaut and
all Associate Administrators, as necessary. The evaluation
should include an assessment of other agencies either
involved in or likely to support research in these areas.
This matching of areas where future capabilities need to be
developed with the possible needs of other agencies will be
a priority.

Once the future cbjectives are determined and approved by

the Assistant Secretary, ITS should be directed to pursue
other agency efforts in these areas.
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Mr. IRVING. A third concern that I would like to raise is that it
doesn’t authorize TIIAP. That is a merit-based, competitive match-
ing grant program that disadvantaged communities across this Na-
tion are taking advantage of. We are doing things in health care,
public safety and delivering of better public services, and I don’t
make decisions in Washington except as to what should be funded.

What particular grants come to us, those are locally driven.
There is tremendous national interest in this program. We have 14
applicants for every one that we fund, and today you will hear from
Oklahoma about how this grant saved lives just last week in Okla-
homa across that State.

I have worked with Congressman Upton on projects in Kala-
mazoo and I remember speaking over a teleconference when that
grant was awarded. We have worked closely with you, Mr. Chair-
man, with regard to Nicholls State. We talk about connecting
schools and libraries; what about those men and women who work
on oil rigs who need further education? TIIAP has provided edu-
cational facilities, and is doing things with health care in the State
of Louisiana.

Today, Mr. Chairman, there is a front page USA Today article
on one of our grant programs. It is talking about parents adopting
on-line. Four years ago, 5 years, NTIA gave a grant, and there is
a fuller story in the inside section, about adoptions on-line.

[The article follows:]

[USA TODAY]
ONLINE ADOPTION SITES FORGE UNLIKELY LINKS
By Marilyn Elias

They were hardly members of the Most Likely to Be Adopted club. In fact, if it
hadn’t been for the Internet, they might never have found homes.

Six-year-old Abel had been kicked out of Head Start for aggression. His foster par-
ents said he shredded curtains in fits of fury, and he still was not toilet-trained.

Joshua had attempted suicide by age 7. Social workers described him as aggres-
sive, probably retarded.

Breauna, 14, survived severe abuse from parents said to be in a satanic cult. Her
social worker doubted any family would adopt her. She’d soon start on an “inde-
pendent living” track, preparing to live on her own at 18 with Social Security pay-
ments for those with disabilities.

But all three youngsters were adopted by American families in the past few years.
ﬁnd after some bumps along the way, all three appear to be thriving in their new

omes.

Abel, Josh and Breauna joined families in other states who saw their photos and
personal profiles on the Internet.

Net listings first appeared in 1995 with a few dozen hard-to-place kids shown on
a Web site established by the National Adoption Center and Children Awaiting Par-
ents, two national agencies that find adoptive homes. Now there are 1,600 young-
sters at the site, largest in the USA.

Thirty-seven states have created sites since 1995, typically listing children they’ve
been unable to place locally. Last month, the federal government announced plans
to create a Web site by 2001 for all U.S. kids awaiting homes through public agen-
cies.

“The Net is the best tool we have,” says Carolyn Johnson, executive director of
the National Adoption Center. Many youngsters adopted from FACES, the center’s
site, “weren’t likely to have ever found homes,” she says.

The Net’s capacity to dissolve state lines instantly, linking children to prospective
parents everywhere in the USA, could make it a key asset for meeting the chal-
lenges ahead, says Carol Williams of the Children’s Bureau at the U.S. Department
of Health and Human Services.

About 8,000 U.S. youngsters now need adoptive homes. But that number could
double or triple in the next two years, Williams says. A 1997 federal law shortened
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the time kids can remain in foster care without plans for a permanent home. As
youngsters become available more rapidly, the need for families is expected to grow,
and so must the pool of prospective parents.

The new government site will not deliver adoption nirvana for parents seeking a
pink-faced infant, Williams cautions. The vast majority of youngsters shown online
will be over 3 years old. Many will have disabilities—physical, intellectual or emo-
tional. Some will be part of package-deal sibling groups. A significant number will
be racial minorities, Williams says. But the site will improve the chances that these
difficult-to-place children will find parents who want them.

Instant access to children’s photos and profiles through computers doesn’t mean
instant adoption, experts emphasize. It’s not like ordering books from Amazon.com.

Just as in traditional placements, parents must have a home study done by an
agency in their state to ensure they can provide a safe, healthy environment. The
child’s social worker then considers whether the family would meet his needs.

Texas, the largest state site, with 532 kids shown, started offering short video
downloads in March. An adorable 3-year-old shows she can sing her ABCs. Other
kids tell about their interests. “It humanizes children, especially those with disabil-
ities,” says Ella Zamora of the Texas Adoption Resource Exchange.

“When you see that child’s face and hear her voice, you may decide you don’t want
to adopt a kid like that. But sometimes people have stereotypes—a child with cere-
bral palsy is a certain way—and when you see the child, you realize your percep-
tions were not true.”

Texas adoptions increased in fiscal 1997-98 by 76% from the average for the three
previous years. It was among the largest rises of any state, “and the Internet was
an important factor in that,” Zamora says. Inquiries soared from 1,100 in 1996 to
9,555 1n 1998, “and the big jump came from families looking on the Net.”

For Illinois children, Net outreach has helped place brother/sister groups, includ-
ing three black siblings recently adopted by a Virginia family, says Marilyn Panichi
at the Adoption Information Center of Illinois.

Families adopting through the Net typically visit a child several times, including
overnight and longer visits, and the child might visit in the family’s home before
the decision to adopt is made.

Social workers sometimes prefer that their adoptable kids stay in-state.

This resistance to letting go of children is among the areas that need work at the
state level before the federal Web site goes up, says Williams of the federal Chil-
dren’s Bureau. More social workers will be needed, too, as family inquiries increase,
and costs will be shared by the federal and state governments, she says.

Some critics see the most serious drawback of using the Internet to expand spe-
cial-needs adoptions not in the Net itself, but in human failure to inform adoptive
parents about what they’ll face when they adopt older children or those with disabil-
ities.

Candor about the extent of kids’ problems has increased the past 20 years. But,
concedes Williams, “full disclosure is something we continue to work toward. Most
state agencies expect their staffs to provide full disclosure, but it continues to be
a concern.”

Sometimes children don’t even tell all that’s happened to them until they’ve been
in a safe adoptive home for years.

In other cases, the travails and placements are so labyrinthine that the child is
already adopted by the time a state’s bureaucratic machinery untangles and pre-
sents the long story of the child’s life.

That’s what happened to Jim and Heide Thatcher of Pleasant Grove, Utah. They
adopted 14-year-old Breauna, severely abused by parents said to be in a satanic
cult. Records of her last four years were readily available. But Breauna had been
in the Thatchers’ home for more than three months before they received her full file.

“They had tried to describe the extent of her abuse. But you go in so optimistic,
thinking you can handle anything,” Heide Thatcher says. Breauna even had a court-
appointed advocate who kept asking the Thatchers if they were sure they could han-
dle the teen.

As it turns out, they almost couldn’t. Breauna wrestled with bipolar disorder, took
up with a bad crowd and even attempted suicide. But with the Thatchers’ help, she
has turned a corner. Now she’s a college-bound 10th-grader with better than a B
average who says her friends are “preppies.”

Sometimes adoptive parents feel they were fully informed but still faced crucial
challenges. Laurie and Jon LeBar of Hot Springs, S.D., found 6-year-old Abel from
Texas and 7-year-old Joshua from Illinois on the FACES site. They had to persist
in teaching both boys to talk out their anger rather than harm themselves or others.

But both were receptive, and two years after adoption they’re happy, amazingly
well-adjusted kids, Laurie says. The LeBars have adopted several other youngsters
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of varied races through their initial Net contact. “I don’t regret it a bit; they’re a
joy,” Laurie says. “We are really living our dream. We've got a big house out in the
country, and we’ve got this great multicultural family. It’s awesome.”

To increase these Net-initiated adoptions will cost the government more upfront.
The federal Web site alone is expected to cost $1.5 million to set up, then $1.25 mil-
lion a year to run, though HHS hopes for private contributions.

“You're either going to pay now or pay later,” says Ann Sullivan, adoption pro-
gram director at the Child Welfare League of America.

Youngsters in serial foster care fare poorly as adults in terms of mental health,
education and employment. About 20,000 U.S. youngsters a year turn 18 without
having been adopted. “We don’t talk about (adoption) costs. We talk about invest-
ment.”

And there’s something besides dollar signs to consider in launching Internet re-
cruitment sites.

“Ethically and morally, the state is the parent of these children,” Sullivan says.
“I don’t see how we can do less than everything possible to find good homes for
them.”

Mr. TauzIN. How did you manage that?

Mr. IRVING. We have good public affairs people. Ken Johnson has
been helping me out.

But the amazing thing is that over 5 years we have been able
to do things. We talk about the critical need to make sure that par-
ents know about adoption opportunities and adopting children are
known across this country; we do that on-line with a small, less
than $200,000 grant. You will hear about other important grant
proposals.

And just today, I picked up an e-mail, noting while we are get-
ting lots of awards nationally, we are getting international acclaim.
The Bangemann Awards has a TIIAP grantee, the Erickson
Awards has a TIIAP grantee as nominees. I know that I have got
to finish up.

We are working closely with the Department’s Office of Inspector
General to make these grant programs better, more efficient and
run better.

I also want to talk about the spectrum management. The 80/20
split in our estimation is the correct split, and the reason is that
it does not make me a wholly owned subsidiary of my clients. By
having the 20 percent that the taxpayer pays—many times I am
fighting the Department of Defense, fighting Transportation or In-
terior over a decision that I have to make. When somebody pays
your bills, they believe they have a lot more influence over your de-
cisionmaking process, and we never want to get to a fully 100 per-
cent our clients are paying our bill.

But the second important issue is by the time the appropriations
process starts in October and Defense gets their money and gives
it to us, there is a timing problem. That 20 percent ensures that
we can continue doing the things that we need to do in our agency
while we are waiting for the checks to be cut at Defense, Coast
Guard, and Interior and other places across the administration.

Those are my primary concerns, Mr. Chairman, but we look for-
ward to talking to you. I appreciate again your holding this hearing
this afternoon.

[The prepared statement of Hon. Larry Irving follows:]



25

PREPARED STATEMENT OF HON. LARRY IRVING, ASSISTANT SECRETARY FOR COMMU-
NICATIONS AND INFORMATION, NATIONAL TELECOMMUNICATIONS AND INFORMATION
ADMINISTRATION

Mr. Chairman and Members of the Committee: Thank you for this opportunity to
testify today on the reauthorization of the Department of Commerce’s National Tele-
communications and Information Administration (NTIA).

Today, I would like to describe NTIA’s unique role in developing and advocating
policy in the telecommunications and information technology sectors; summarize our
FY 2000 Budget Request; and highlight our key programs and initiatives. I have
also attached to my testimony two appendices. The first is NTIA’s Comments on the
Discussion Draft “NTIA Reauthorization Act of 1999.” The second is a list of Recent
Congressional Studies for NTIA and Potential Studies Proposed by Congress.

INTRODUCTION

NTIA’s Unique Role

NTIA is the principal adviser on telecommunications and information policy
issues in the Executive Branch. In this role, NTIA helps develop and present the
Administration’s position on these issues before the Federal Communications Com-
mission (FCC) and other domestic and international fora. NTIA’s goal is to assist
the Administration and Secretary of Commerce William M. Daley in promoting the
role of the nation’s telecommunications and information industries by creating more
job opportunities, enhancing U.S. competitiveness in the global economy, and ensur-
ing that all Americans benefit from the digital age.

NTIA is unique among Federal government agencies. The agency’s expertise en-
compasses every aspect of telecommunications and information technology. In addi-
tion to advocating the Administration’s positions on domestic and international
issues, we also manage the Federal use of the spectrum; resolve complex technical
issues through cutting-edge research in our laboratories; administer infrastructure
grants to promote the development of a widely accessible information infrastructure;
and manage grants to help public broadcasting maintain their infrastructure and
transition to the digital age.

NTIA’s role in these areas is more important than ever, given the ever-increasing
significance of the telecommunications and information technology (IT) sectors to
our nation. Today, these technologies are driving this country’s economic growth.
The White House Council of Economic Advisors recently determined that revenues
of communications services and equipment companies rose over 60 percent in the
last five years. Over a third of real domestic product growth in the past three years
has come from IT industries. More than 7 million people are now employed by IT
industries and earn wages that are almost two-thirds higher than the average for
all private sector jobs. And, investments in new technologies—including computers,
satellites, wireless devices, and information processing systems—account for over 45
percent of total real business equipment investment.

New technologies will shape our economy even more significantly in the 21st cen-
tury, particularly with the growth of the Internet and electronic commerce. Today,
some 160 million worldwide are going online to shop, invest, trade, and e-mail, ac-
cording to Nua Internet Surveys. That figure is expected to increase to 320 million
by the end of next year. As more people and businesses connect online, the “virtual
marketplace” will become commonplace. Electronic commerce among businesses is
expected to grow more than fifteen-fold in the next few years, from $64 billion in
1999 to $980 billion in 2003, according to International Data Corporation analysts.

The heightened importance of the telecommunications and information sectors has
engendered new and pressing policy development and advocacy needs. NTIA is
using its expertise, leadership, and vision to address these urgent new questions.

In order to sustain the rapid development of our information infrastructure, NTIA
is considering ways to promote the deployment of high-speed broadband networks,
and to insure that information and telecommunications services are available and
affordable for all Americans. We are facilitating the development of electronic com-
merce (“e-commerce”) by addressing new questions of consumer privacy, security,
and domain name management. We are also working with other nations to promote
a market-driven, flexible and decentralized, and technology-neutral approach to e-
commerce policy. And, we are coordinating efforts under the federal Critical Infra-
structure Protection (CIP) plan to ensure that our telecommunications and informa-
tion infrastructures are secured against physical and cyber attacks.

NTIA’s management of the federal use of radio spectrum is also promoting public
safety and competition. As the managers of federal spectrum, we are trying to im-
prove efficiency, increase private access to spectrum resources, and plan for future
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spectrum needs, including those relating to public safety. These goals will become
ever-more important as global uses of satellite and wireless devices increase.

We are also working to open up wireless and wirelined markets to competition,
both domestically and internationally. NTIA helped secure the success of the World
Trade Organization (WTO) Agreement on basic telecommunications services in
March 1997. Nearly 70 countries, representing approximately 95% of the world’s
telecommunications revenues, agreed to liberalize their telecommunications markets
under that Agreement. NTIA is now working to ensure, among other things, that
the signatories comply with their countries’ regulatory principles in implementing
the WTO Agreement.

NTIA’s expertise in these areas will help resolve some of the critical questions in
our global economy. The demands on our expertise and personnel are growing rap-
idly, however, as the telecommunications and information sectors take on increasing
importance. Virtually every day, we address new technologies and new issues. The
importance of these issues is reflected in the increasing number of requests we have
also received from the White House, the Department of Commerce, other Federal
agencies, and Congress. At the same time, our staffing levels have declined in recent
years. In 1994, NTIA had 361 employees; today, we have 267. NTIA’s budget re-
quest for FY 2000 should provide necessary resources to help us respond to the in-
creasing number of demands and challenges as we enter the new digital economy
of the 21st century.

Overview of FY2000 Budget Estimates

Let me start by giving an overview of NTIA’s proposed FY 2000 budget. NTIA’s
budget request for FY 2000 is $72,369,000, with a staffing level of 336 FTEs. This
represents an increase of $23,604,000 over NTIA’s FY 1999 funding level and an in-
crease of 48 FTEs. NTIA is seeking $17,212,000 for Salaries & Expenses (S&E).
This includes increases for enhancing Federal radio spectrum management; upgrad-
ing our telecommunications research facility; implementing World Trade Organiza-
tion requirements; and implementing the Presidential Critical Infrastructure Protec-
tion (CIP) program. NTIA is also requesting $20,102,000 to fund the Telecommuni-
cations and Information Infrastructure Assistance Program (TIIAP), and
$35,055,000 to fund the Public Telecommunications Facilities Program (PTFP). The
PTFP request is part of an Administration initiative with the Corporation of Public
Broadcasting to assist broadcasting stations during the transition to digital broad-
casting.

This funding will help NTIA maintain and augment its existing programs, which
support the development of the nation’s information and telecommunications sec-
tors. I would now like to describe highlights of these, and other of NTIA’s programs,
which are critical to the continued development of our telecommunications and in-
formation technology sectors.

HIGHLIGHTS OF NTIA’S PROGRAM OPERATIONS

Domestic Policy

NTIA’s domestic policy activities support NTIA’s responsibilities as principal ad-
viser to the President on telecommunications and information policies. The goal of
these activities is to enhance the public interest by generating, articulating, and ad-
vocating creative and influential policies and programs in the telecommunications
and information sectors.

While NTIA believes that open markets, competition, and industry development
serve the public interest, NTIA also works to ensure the public interest in other
ways. Foremost among these issues are those related to access to basic and ad-
vanced telecommunications services, the ability for people to control indecent or vio-
lent information coming into their homes, the transition to digital television, and
encouraging minority participation in telecommunications. NTIA has also played a
significant role in promoting electronic commerce and developing Internet policy,
discussed in a separate section below. Throughout its existence, NTIA has developed
and advocated policies to support the public interest in many areas such as these,
and will continue to do so.

NTIA frequently files comments with the Federal Communications Commission
(FCC) to represent the Administration’s position on a broad range of matters. This
year, for example, our filings included comments on the broadcast ownership rules;
“truth-in-billing” on local telephone bills; the definition of “over the air signals” for
purposes of the Satellite Home Viewers Act; guidelines to promote the deployment
of broadband services; and tariffs relating to digital subscriber loops (DSL).

As mentioned above, NTIA is also increasingly called upon for its telecommuni-
cations expertise. We assist the White House and other Federal agencies in imple-
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menting the pro-competitive goals of the Telecommunications Act of 1996, address-
ing issues relating to new technologies, and promoting affordable access to the na-
tion’s growing information infrastructure. NTIA also will be an integral part of a
congressionally mandated commission on Internet content as a result of the Chil-
dren’s Online Protection Act.

Promoting Competition—NTIA continues to work towards eliminating barriers to
competition in the telecommunications industry while protecting consumers.
Throughout NTIA’s twenty-year history, this agency has been at the forefront of
pro-competitive telecommunications issues. Among other things, we contributed our
expertise to debates concerning first passage, then implementation, of the Tele-
communications Act of 1996. This Act required the FCC to adopt regulations regard-
ing such things as access charges, universal service to rural and other areas, inter-
connection, and broadband services. NTIA filed comments in each of these areas.

Going forward, NTIA will continue to articulate policies on a host of issues sur-
rounding new, better and lower priced communications products and services. We
are continuing to advocate policies that spur innovation, encourage competition, and
create jobs. NTIA will suggest, for example, ways to encourage the availability of
new services to rural and underserved communities and will identify impediments
to the growth and vitality of industry sectors.

Addressing New Technologies—New technologies and new competitive providers
are also spawning new questions in domestic policy. Foremost among these issues
are those related to the growth of the Internet, the transition to digital television,
and the widespread availability of wireless communications devices. NTIA has met
these challenges in various ways. We often focus our limited resources on identi-
fying and analyzing “over-the-horizon” issues well before they become widely known
even among telecommunications professionals. One such issue is that of “Internet
telephony,” the use of the Internet or Internet Protocol, in place of traditional long
distance telephony. NTIA sponsored a forum in 1997 to bring together technical and
industry experts with policymakers. In comments to the FCC that same year, NTIA
took the view that this technology should be allowed to grow and therefore should
not come under full common carrier regulation.

The intersection of industry sectors is also raising additional sets of issues regard-
ing technological convergence. The telephone network, for example, is increasingly
used to transmit data, and the television provides viewers access to the World Wide
Web. As a result, we are seeing varied and unique combinations of previously dis-
crete technologies. Such convergence presents major challenges to the existing regu-
latory infrastructure, and NTIA is examining new regulatory issues and challenges.

Competition, Diversity, and the Public Interest in Mass Media—NTIA has been ac-
tive in mass media issues as well. Several years ago, we promoted inclusion of provi-
sions in the 1996 Telecommunications Act calling for a voluntary television ratings
system and the requirement that all new television sets be equipped with a “V-
Chip.” NTIA believes that the V-chip, in particular, will help parents choose which
television programming is suitable for their children. As the first television sets con-
taining the V-Chip become available this year, we will lead efforts to monitor imple-
mentation of the V-Chip requirement.

NTIA has also worked to advance policies to protect and extend the public interest
in many other contexts as well. We believe that, as with other telecommunications
services, robust competition in the video services markets will serve the public inter-
est by providing consumers with greater choices, lower prices, and better services.
Thus, for example, we wrote to the FCC last year regarding the matter of delivery
via satellite of television network signals to households unable to receive local
broadcast signals. We urged the FCC to adopt a definition and measurement of
“over the air grade B signal intensity” to promote consumer choice and competition.
More recently, NTIA helped develop the Administration position on pending legisla-
tive proposals to modify the Satellite Home Viewer Act.

In developing mass media policies, competition often supports the additional goal
of providing a diversity of voices to be heard by the American people. NTIA has been
monitoring trends towards concentration in the ownership of radio and television
stations. The Telecommunications Act of 1996 relaxed broadcast ownership rules
and directed the FCC to review the public interest merit of remaining rules every
two years. In February of this year, NTIA wrote to FCC Chairman Kennard sup-
porting relaxation of some broadcast ownership rules while maintaining others.

NTIA’s involvement with the mass media also extends to new broadcast services,
such as the upcoming transition to advanced television. Most notably, NTIA served
as Secretariat for the President’s Advisory Committee on the Obligations of Digital
Television Broadcasters, which presented its report in December 1998. In the role
of secretariat, NTIA did not direct or influence the recommendation of the com-
mittee. NTIA was pleased to be a part of this consensus-building process, which
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brought together experts from the broadcasting industry, the public interest commu-
nity, and academia to look at the future of television. Now that the work of this
committee is complete, NTIA plans to continue policy development in this field.

Minority Ownership—Another of NTIA’s goals is to enhance minority participation
in telecommunications. NTIA’s Minority Telecommunications Development Program
(MTDP) is undertaking specific efforts in this regard, including: (1) directing
ComTrain, a training program to assist new minority commercial broadcast owners;
(2) disseminating information and conducting seminars on ownership opportunities
in telecommunications (3) developing and commenting on legislative and regulatory
proposals that promote minority ownership in telecommunications; (4) working with
industry, and other government agencies on initiatives to increase public/private
sector assistance to minorities interested in ownership of telecommunications busi-
nesses and services; (5) promoting TELECAP, a study of capital development strate-
gies for minority investment in telecommunications; and (6) tracking minority own-
ership in broadcasting. NTIA will also continue to analyze policies that affect minor-
ity participation in telecommunications.

Universal Access—Ensuring universal access to communications and information
networks also remains a high priority for NTIA. We have been leading efforts to re-
define universal service to telecommunications services to ensure that rural Ameri-
cans have access to the same new services being offered in urban and suburban
America. Over the past 40 years, rural Americans have gone from about 60 percent
having basic phone service to 94 percent today. This is due in large part to our com-
mitment as a nation to universal service policies.

NTIA has undertaken numerous activities to promote universal service. In the
1995 and 1998 Falling Through the Net reports, NTIA documented the relatively
low penetration of telephone connections and computer and modem ownership in
rural and inner city communities. In a 1996 filing with the FCC, we recommended
that the Commission set a national subscribership goal for the year 2000 to ensure
that the telephone penetration level for all segments of society will be at least equal
to the national average existing as of November 1996. As the Telecommunications
Act of 1996 continues to be implemented, NTIA will continue to be a strong advo-
cate for rural and underserved Americans, undertaking research, filing comments
with the FCC, and participating in a variety of fora to ensure that these commu-
nities have access to these services, and the opportunities they provide, at reason-
able rates.

NTIA has vigorously argued for the connection of schools, libraries, and other
“community access centers” to the National Information Infrastructure. This step is
integral to making access to advanced telecommunications and information services
more readily available. Technology will be central to the mission of our nation’s
schools in our country. Numerous studies demonstrate the advantages afforded to
students who have access to this technology. As the President has clearly stated,
in order to succeed in the 21st century, our children must attain technological
knowledge and tools. NTIA continues working to ensure that these tools are broadly
available to the public.

Electronic Commerce

In addition to the domestic policy issues listed above, NTIA is playing a pivotal
role in the Administration’s cross-cutting efforts to develop electronic commerce and
Internet policy. NTIA has been at the forefront of these issues, both domestically
and internationally. We were a key participant in the development of the Adminis-
tration’s electronic commerce policy, reflected in A Framework For Global Electronic
Commerce, issued in July 1997. Since then, NTIA has been a key participant in the
White House’s Electronic Commerce Working Group on such issues of broadband de-
ployment, online content, domain name management, and consumer protection. Fi-
nally, NTIA has also played a leading role internationally by representing the
United States government at bilateral discussions and at international fora. We
have advocated the tremendous benefit of the Internet and electronic commerce to
other nations’ economies, as well as the merits of a non-regulatory, market-driven
approach to the development of electronic commerce.

Domain Name Management—Since July 1997, NTIA has also been the lead agen-
cy responsible for implementing the President’s directive to privatize the manage-
ment of Internet domain name system (DNS) functions and increase competition in
the registration of Internet domain names. The Statement of Policy on the Manage-
ment of Internet Names and Addresses, which resulted from extensive public con-
sultations, invited the private sector to create a new, not-for-profit corporation to
undertake management of DNS functions and was universally well received. The
private sector responded by creating the Internet Corporation for Assigned Names
and Numbers (ICANN) to assume this management responsibility.
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Currently, NTIA is working with ICANN under a Memorandum of Understanding
to develop the procedures and steps necessary to complete a smooth and stable tran-
sition from the government to the private sector by September 2000. NTIA is also
working with ICANN and Network Solutions to introduce competition in domain
name registration services. On April 21, 1999, ICANN announced the names of 34
companies that have been accredited to begin registering names in the .com, .net
and .org domains within the next 60 days. We believe that this competition will re-
sult in lower prices, greater choice, and better registration services for all users of
the World Wide Web and we look forward to our continued work on these issues.

We have had numerous discussions with the staff of House Commerce Committee
Chairman Bliley on the progress being made on this issue, and will continue to keep
them informed of developments in this area.

Privacy—NTIA has also been at the forefront in addressing privacy on the Inter-
net. We played a leading role in encouraging private industry and privacy advocacy
groups to develop and adopt effective codes of conduct and technological tools to pro-
tect privacy on the Internet. Following extensive consultation with the private sector
in January 1998, NTIA and the Department of Commerce issued The Elements of
Effective Self Regulation for Protection of Privacy, which expresses our view that ef-
fective self regulation involves substantive rules, the means to ensure that con-
sumers know the rules, that companies comply with them, and that consumers have
appropriate recourse when injuries result from noncompliance.

In June 1998, the Department of Commerce held a public meeting on privacy, co-
ordinated by NTIA. Although industry was somewhat slow to take up the self-regu-
lation challenge, there are signs that business leaders are beginning to understand
the need to take decisive action on privacy. For example, the Online Privacy Alli-
ance (OPA), a consortium of information technology companies and industry associa-
tions, representing over 80 global corporations and associations, requires its mem-
bers to adopt and post privacy policies consistent with OPA guidelines and partici-
pate in a self-regulatory enforcement mechanism provided through third parties
such as BBBOnLine and TRUSTe. We will continue to closely monitor their
progress.

NTIA has been involved in examining other issues of domestic privacy. For exam-
ple, NTIA has met with leaders in the area of online profiling by Internet adver-
tisers and is planning a meeting in July 1999, in collaboration with the Federal
Trade Commission (FTC), to examine the issue in a public forum.

Controlling Indecent and Violent Content—NTIA will continue to examine policies
that empower parents and other individuals to control the nature of information
that comes into their homes, particularly that which is indecent or violent. NTIA
supports the free flow of information over the Internet or through television and
radio. It therefore has directed its policy positions towards developing tools to allow
individuals to determine the types of material they receive.

NTIA has helped promote online content initiatives, such as “green spaces” to
help parents and others find Web sites suitable for their children. We were des-
ignated as the Secretariat for the Congressionally-appointed Child Online Protection
Act (COPA) Commission. We look forward to working with the Commission in pro-
ducing a report on child online safety issues.

All of these efforts take on new importance, following the senseless killings at Col-
umbine High School in Littleton, Colorado. NTIA will continue to work on national
policies to help citizens control the type of information their children receive, while
not impinging on fundamental free speech rights.

Consumer Protection—Another critical issue is online consumer protection. We
know that consumers will be reluctant to shop on the Internet unless they feel con-
fident that they will get what they pay for online and that redress will be available
if they do not. Therefore, NTIA has facilitated private sector outreach in developing
US policy in this area.

NTIA is working both domestically and within a number of international fora to
foster the development of effective consumer protections for consumers participating
in electronic commerce. In cooperation with the FTC and other government agen-
cies, we have also helped to shape the policy debate in the Organization for Eco-
nomic Cooperation and Development (OECD) regarding the development of guide-
lines for online consumer protection. The issue of online consumer protection inter-
sects with many other e-commerce issues in which NTIA is active, such as jurisdic-
tion, privacy, security, and authentication. NTIA provides an important broad per-
spective on these issues when formulating policy approaches for electronic commerce
consumer protection.

International Advocacy—Finally, as the representative of the United States gov-
ernment, NTIA has been working to build international consensus for a non-regu-
latory, market driven approach to the development of electronic commerce. We know
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that the Internet allows its users to exchange ideas and to experience the freedom
of public speech of political expression, unlike any other medium before it. In many
parts of the world, including Asia and Eastern Europe, the Internet is used by citi-
zens to promote and spread the values of democratic government. Our efforts to pro-
mote greater use of the Internet and other new technologies should also facilitate
the promotion of democratic values.

NTIA is actively engaged in discussions, both bilaterally and in international fora,
to ensure that the “rules of the road” for the Information Superhighway are pro-
competitive, empower end users, and avoid establishing artificial impediments to
the conduct of global electronic commerce over the Internet. NTIA led the U.S. nego-
tiations on Internet and electronic commerce issues at the International Tele-
communication Union’s (ITU) Plenipotentiary Conference in November 1998. NTIA
has also been a leader formulating best practices for Internet infrastructure deploy-
ment in developing countries.

International Policy

In addition to Internet and e-commerce issues, NTIA plays a key role on a range
of other important international matters. As the representative of the U.S. govern-
ment, we are working to attain an international consensus on open, competitive
telecommunications policy; develop international satellite communications policy;
and open foreign markets to U.S. industries. NTIA’s efforts in these areas are spur-
ring the development of the telecommunications and information sectors on both a
national and global level.

International Telecommunications Policy—NTIA continues to play a lead role in
promoting and building international consensus for open, competitive telecommuni-
cations networks, which creates opportunities for U.S. businesses abroad and offers
market-based solutions to close the digital global divide.

We are a strong advocate for liberalization and privatization both in developed
and developing country fora. For example, NTIA promotes implementation of the
World Trade Organization’s (WTO) Basic Agreement on Telecommunications, which
calls for the liberalization of signing nations’ telecommunications markets. We have
also helped develop and implement training workshops for foreign telecommuni-
cations regulatory authorities, which focused on implementing the WTO Basic Tele-
communications Agreement and covered a range of issues, including interconnec-
tion, spectrum management and universal service. NTIA has also served as a U.S.
Vice-Chair at both the ITU World Telecommunications Development Conference in
Malta and at the Plenipotentiary Conference held in Minneapolis last November. In
our view, the ITU conference would not have been such a success without the Fed-
eral support provided by the Congress.

Additionally, we have sponsored several international telecommunications sum-
mits in cooperation with the Telecommunications Industry Association (TIA) and the
International Trade Administration (ITA). These summits bring together govern-
ment officials and telecommunications industry representatives to discuss major pol-
icy matters affecting specific regions. They provide a unique opportunity for foreign
government officials and business representatives to meet privately with senior U.S.
telecommunications industry representatives.

Currently, NTIA is planning the fifth Latin American Telecommunications Sum-
mit (LATS). Industry participants report that previous LATS have facilitated mil-
lions of dollars in sales and invaluable contacts with Latin American government
and industry representatives. In March 1999, NTIA, TIA and ITA also collaborated
on the second China-U.S. Telecommunications Summit (CATS) in Guangzhou,
China, where 32 U.S. companies met with Chinese telecommunications officials, and
Chinese telecommunications and IT companies. One company reported that the
summit provided “immediate opportunities that may not have developed without the
summit” and that they “were approached with proposals for joint ventures and set
plans for further high level negotiations for deals that could run into hundreds of
millions of dollars.”

In addition to our activities in international fora, we have also pursued other
steps to open markets to U.S. companies. Recently, NTIA helped assess the anti-
competitive impact of Deutsche Telekom’s interconnection policy. Working with U.S.
companies seeking to enter the newly-liberalized German telecommunications mar-
ket and with other agencies, NTIA found that certain changes made market entry
by new service providers more difficult. NTIA has supported efforts to bring about
appropriate corrective action.

NTIA is also supporting the U.S. wireless industry in proposing multiple stand-
ards for third generation (3G) wireless systems. NTIA is advocating the industry’s
position through the ITU and is further advocating that other governments simi-
larly support the outcome of the ITU deliberations. NTIA and other agencies have
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successfully obtained assurances from the European Union Commission that the Eu-
ropean Union member states will respect the recommendations developed by the
ITU for 3G systems and offer licenses on a technology-neutral and non-discrimina-
tory basis.

Finally, NTIA has been an active and longstanding advocate for reform of inter-
national accounting rates (i.e., those charges paid by U.S. carriers, such as AT&T,
Sprint and MCI WorldCom to foreign carriers to terminate traffic at the foreign des-
tination). NTIA seeks to lower accounting rates by bringing them in line with cost.
We have helped shape U.S. advocacy and outreach efforts at the ITU, where mem-
ber countries are seeking to reach an agreement on accounting rate reform. In 1999,
NTIA has been concentrating its efforts on transitional arrangements for lesser and
the least developed countries, which may need more time to adjust their rates to
international competitive market pressures.

International Satellite Policy—NTIA also continues to play a pivotal role in the
development and implementation of the U.S. policy objective of increasing competi-
tion in the international satellite communications sector.

On April 15, 1999 Inmarsat was privatized, completing a process begun over 5
years ago. We expect that INTELSAT itself will be fully privatized in the next sev-
eral years. Throughout, NTIA has advocated policy changes to increase global com-
petition in the international satellite communications sector. Iridium recently stated
that it is able to offer service in 150 countries and expects this number to increase
to 230 by year end. Moreover, ICO Global has, as NTIA consistently insisted, issued
an initial public (stock) offering diluting control by former Inmarsat signatories and
two U.S. firms (TRW and Hughes) have become strategic investors in ICO. The
United States government, with NTIA’s leadership, has pursued a procompetitive
outcome in the face of opposition from other nations, and we are confident of achiev-
ing a similar result with INTELSAT’s privatization.

As a result of the International Anti-Bribery and Fair Competition Act of 1998,
NTIA will be conducting a study of any advantages accruing to the intergovern-
mental satellite organizations (INTELSAT and Inmarsat; the ISOs) as a result of
their unique status. NTIA’s report will examine any advantages affecting market ac-
cess which result from government ownership, government contracts to the signato-
ries, favorable tax or regulatory treatment for the signatories or from use of the
ISOs’ privileges and immunities. The study will be included in the Secretary’s report
to Congress.

Spectrum Management

Another of NTIA’s chief roles is to manage the radio frequency spectrum that is
used by Federal agencies in satisfying their legislatively assigned missions. In this
role, NTIA processes the Federal agencies’ requests for frequency assignments; pro-
vides Executive Branch leadership in coordinating both current and future spectrum
requirements among the Federal agencies and with the FCC; develops and promotes
positions at Treaty Conferences and other technical and management fora of the
International Telecommunication Union regarding United States spectrum manage-
ment interests; and supports specialized administration initiatives that are designed
to achieve specific improvements in areas such as air traffic safety, federal spectrum
management procedures, protection of critical infrastructures, and public safety.

The fundamental goal of spectrum management at NTIA, as it is worldwide, is
to avert potential interference between users and to ensure that spectrum is avail-
able for future needs. NTIA’s spectrum coordination is therefore critical to the suc-
cess of air traffic control, national defense, national resource management, and
other vital government functions.

Nevertheless, further coordination efforts are essential, particularly for public
safety purposes. The horrific incident in Littleton, Colorado last month dem-
onstrates the need for further coordination among communications systems. We un-
derstand that a number of the local, state, and federal agencies lacked interoperable
communications systems, making the coordination of a response more difficult.
NTIA will be looking more closely in the coming year at new ways to manage spec-
trum to help coordinate public safety efforts.

Satisfying Spectrum Needs—NTIA continues to coordinate the spectrum needs of
the Federal Government by processing frequency assignment requests by some 53
Federal agencies. NTIA processes 300 to 400 such requests daily through an auto-
mated screening process to correct errors in the data and ensure conformity of rules
and regulations and through a coordination process with Federal spectrum-using
agencies via the Interdepartment Radio Advisory Committee (IRAC) to ensure inter-
ference free operation. In addition, NTIA also certifies spectrum availability of ap-
proximately 60 to 70 new major radiocommunications annually.
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NTIA also provides leadership for and manages the activities of the IRAC, a body
of representatives from twenty major Federal agencies. The IRAC has provided val-
uable advice to the Executive Branch on numerous spectrum policies and issues for
the past 75 years. NTIA has maintained a constant relationship with the FCC both
through the IRAC and directly to ensure compatible operations. This is especially
important today since the vast majority of the spectrum is no longer divided into
exclusive private-sector and Federal-sector bands, but is shared by all users in the
United States.

Spectrum Efficiency—The Federal Government constantly seeks to modernize its
radiocommunications, increase the amount of information transmitted per unit
bandwidth, and expand the use of more efficient digital technology and the use of
private sector radiocommunications. In order to improve Federal spectrum use,
NTIA uses the following management tools. First, NTIA requires that every Federal
Government user requesting a frequency assignment determine whether its need
can be met by a private or commercially available service provider. This policy has
helped encourage consideration of commercial services by many Federal Govern-
ment agencies, including the Department of Defense.

Second, we promote the use of new spectrum efficient technologies. The Federal
Government is a leader in developing new spectrum-efficient techniques such as
narrowbanding, digital modulation, and spectrum sharing as well as in the use of
the highest quality spectrum-efficient equipment. These techniques will lead to
nearly double the number of frequencies available for land mobile communications.
NTIA has required that all Federal users move to more efficient 12.5 KHz equip-
ment for mobile communications by 2005 or 2008, depending on the frequency bands
in which they operate.

Third, NTIA collects fees from Federal agencies for its spectrum management
services, pursuant to Congressional mandate. Congress initially directed NTIA to
begin a process to collect fees from federal agencies in the FY 1996 Appropriations
bill for NTIA. At the same time, Congress reduced the amount of direct appropria-
tions to NTIA by the amount of the fees. Because of serious difficulties in collecting
fees in FY 1996, Congress subsequently passed a law directing Federal agencies to
cease using the spectrum if such fees were not paid. Based on this legislation, NTTA
and the Federal agencies entered into agreements in which the agencies agreed to
pay their prorated share. These fees cover 80% of the Spectrum Management’s fund-
ing requirement. Although we continue to experience some delay in payments be-
cause of the different methods of payment within the Federal agencies, NTIA has
received the requested funds from the agencies. We are pleased with the progress
that has been made with this program.

Increasing Private Sector Access to Spectrum—NTIA continues